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1 Introduction
The national context report covers the national policies of European governments which affect the decision-making process in water, including economic restrictions and identifying the common context of developments within which decisions have been taken about water. These will include for example changes in government policies, in industry structures, and, in the case of the accession countries, the complete restructuring of government systems. The national context is closely related to the international and EU context. 

The decisions analysed in Watertime are those that are taken and implemented at local level. The water and sewerage services are typically tied to geographical location in a way that most other goods and services are not. Because of this, historically most of the key decisions have been and continue to be made in the future by authorities governing relatively small geographical areas – towns, cities, and municipalities or regions. 

These local decisions are, however, made in the national and international context. Local actors may take into account local factors, but they may be constrained by, for example, national legal systems and international economic conditions. This national context report examines how national-specific factors impact on the city or cities studied constraining the decision-making at city level. 
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2 Country Background

	Location:
	Central Europe

	Area: 

               total:

               land:

   water:


	312,685 sq km

304,465 sq km

8,220 sq km



	Population:
	38,622,660 (July 2003 est.) 


	Population growth rate
	0% (2003 est.) 


	Population density
	126.9 (people/sq km of land)


2.1 History

Poland’s modern history is one of domination by surrounding states. In the late 18th century (1772, 1793, 1795) it was gradually divided between three more modern centralized states – Prussia, Russia, and Austria. For several decades Poland disappeared off the map, before being partially reconstituted under Russian domination after the Napoleonic wars. Poland regained its independence in 1918.

 “Economically, the country created in 1918 made no sense at all. Along with four legal systems, the Republic inherited six different currencies, three railway networks, and three administrative and fiscal systems. There were huge discrepancies between the agricultural and industrially developed areas (64% of the entire population lived off the land). The only lasting solution was massive industrialization, but Poland was not the only country rebuilding its economic life and therefore had to compete for credits. In spite of these unfavorable conditions, the Republic's achievements in the economic field were impressive. Its most spectacular was directed to the sea. Completely new port of Gdynia, the busiest port in the Baltic, was built and Polish merchant marine of over 80 ships was created, as well as a navy. The 1930s saw the building of remarkable state housing schemes for the low-paid and by then Poland had the highest levels of social security in the world.”

In the second world war Poland suffered much destruction and the loss of a third of its population, and at the end of the war it lost large areas of land to the east (to Russia and Ukraine), and gained nearly as much to the west (from Germany), entailing the movement of hundreds of thousands of people. After 1945 Poland became part of the Soviet bloc, until free elections in 1989, based on negotiations between the authorities and the Solidarity (Solidarność) trade union. Solidarity had arisen from a 1980 strike in Gdańsk’s shipyards, crystallising an implicit opposition coalition of disaffected labour, dissident intelligentsia, and Roman Catholic clergy.

2.2 Economy 
The Economic Transformation Program launched by Poland in 1990 restructured the Polish economy, eliminating hyper-inflation and initiating economic recovery since 1992. Output growth averaged 6.1 percent in 1994-96.
 The proportion of GDP produced by the private sector almost trebled between 1985 and 1992, to over 50%.
 In 2002 over a quarter (27.5%) of the workforce were in the agricultural sector. Unemployment was 18.1%.

	GDP - purchasing power parity
	$368.1 billion (2002 est.)  

	GDP - real growth rate:    
	1.3% (2002 est.)  

	GDP - per capita:  purchasing power parity
	$9,500 (2002 est.)  


Source: World Bank

62% of the population lives in urban areas; average population density is 124 per km2. Large cities are the most densely populated areas of the country (Warsaw: 3 254 persons/km2, Łódź: 2 694 persons/km2).
 In 2000, 5 cities had more than 500,000 inhabitants, with Warsaw (1.6m) and Łódź (800,000) the two largest. 

2.3 Political structure

Poland is a centralised state, like France, in contradistinction to a federal state, such as Germany. Since 1999 the principle of subsidiarity has however been enshrined in law, with responsibilities devolved to the lowest level where they can be adequately carried out. In 1975 the district level of government was abolished, reducing three tiers of government to two,
 until this was reversed in 1999. 

 (See section 4.1 below.)
3 Water resources and uses
3.1 Water resources

3.1.1 Water quantity

Northern Poland is mostly lowland, whilst Poland’s southern border features the Sudety mountains in the east and the Carpathians in the west. In terms of surface waters there are two major rivers, the Vistula (Wisła) and the Oder (Odra), which flow from the mountainous south to the Baltic, their river basins covering 54% and 34% of the country respectively.
 Groundwater is unusually accessible in Poland compared to most other European countries: “…usable aquifers (aquifers which meet certain criteria concerning water quality and quantity and from which water can be abstracted on a permanent basis) may be found beneath almost 80% of the country surface...”
 50% of drinking water is abstracted from groundwater sources.

Average precipitation in 2002 was 667mm,
 and Poland is one of the poorest countries in Europe in terms of water resources: a report by the Superior Chamber of Control (Najwyższa Izba Kontroli, NIK), ranked Poland 22nd (among 23 European countries compared) in terms of per capita disposable water resources. Per capita water resources are around 36% of the European average.
 Poland experienced drought throughout most of the 1980s and into the early 1990s. In the summers of 1997 and 1998, massive flooding caused damage to many water and wastewater facilities.

3.1.2 Water quality

In 1990, underinvestment in supply systems had left the technical infrastructure in poor condition. Poor quality water and wastewater networks resulted in high levels of water loss (still around 25% in 2001
) and frequent water pressure problems. Wastewater treatment was usually inadequate or even non-existent. In 1988, 36% of wastewater was not treated, and 35% was treated only mechanically before being discharged.

As a result, 

“Most of Poland's water resources have been heavily polluted by untreated or insufficiently treated domestic municipal and industrial wastewater, discharge and agricultural sources. Also, groundwater resources have become progressively more polluted as untreated wastewater drainage from waste dumps and agricultural chemicals seep into the groundwater table.”
 

Since 1989, concerted investment, together with the decline of heavy industry, has begun to improve matters. Between 1995 and 2001 the proportion of river stretches in the lowest quality category, “excessively polluted”, fell from 87.3% to 56.7%.
 

River quality in 1995 (according to obligatory parameters)
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Source: Inspectorate for Environmental Protection (1997)
3.2 Water use

3.2.1 Water supply

In 2000 98% of urban homes and 83% of rural homes had access to the water mains network. Quality of water, which is poor in some areas, is more of an issue for Poland than access.
 Rural water networks expanded 27% between 1997 and 2002, compared to 11% in urban areas; a total of 225,000km was laid.
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Source: data from CSO (2003)

Most water used in Poland comes from surface water (see table right), although for drinking water, 62% comes from ground water (EWA 2003, 42). 
A 1999-2000 Superior Chamber of Control (NIK) analysis
 of water quality in 20 major Polish cities found that in two-thirds of the cases, water supplied from the network or from public well outlets violated drinking water regulations.
 Data from CSO (2003) suggests that the majority of these problems arise from public wells.

Between 1990 and 2001, water consumption in Poland has decreased significantly in all sectors of the economy, including:
· industry – by 26.7%,
· municipal water networks – by 18.6%,
· irrigation in agriculture and forestry and replenishment of fish ponds – by 21.9%.

The pattern of decline continues throughout the 1990s, and includes a 10% drop in total water extraction between 1995 and 2002.


Important factors for the industrial sector include the decline of heavy industry for economic reasons and the introduction of water-saving technologies (in particular closed water circuits), encouraged by higher environmental fees for water extraction and discharge. In the agricultural sector, the closure of large, state-owned farms contributed to decreased consumption.
 For the household sector, widespread use of metering combines with systematic price rises since 1995 (Szulinska 2002). As a result household consumption per person and day in 1999 was ca. 124 litres (EWA 2003, 42).
3.2.2 Wastewater 

Poland’s biggest water infrastructure challenge is undoubtedly its sewerage and wastewater treatment system, a challenge which external influences such as EU standards and the Helsinki Commission on the cleanup of the Baltic have helped to bring into focus. The volume of municipal wastewater
 discharged to surface waters decreased by over a third between 1990 and 2001 (from 2313.9 million m3 to 1 425.3 million m3), with the volume of industrial wastewater requiring treatment falling by 45% (to 977.1 million m3). With industry now treating a higher proportion of its wastewater, the Inspection for Environmental Protection (2003: 101) notes that 

“monitoring data confirms the fact that the industry is no longer the major polluter of rivers… [and] the municipal sector has become the main source of excessive pollution of Poland’s surface waters. The municipal sector discharges more than 60% of the total quantity of wastewater requiring treatment, including five times more untreated wastewater than industrial sources.”
At the end of 2002, EU standards requiring wastewater treatment in agglomerations
 of more than 2000 inhabitants were met in 616 of 1022, while 162 of the remainder did not even have collection systems.
 

Investment
The World Bank’s 2002 Country Assistance Strategy estimated that $2.5bn a year needed to be invested in wastewater treatment to meet EU standards by 2015 – the end of the transition period for the Urban Wastewater Treatment Directive. After a slowdown in the mid-1990s, investment has been taking place at a more rapid rate with the approach of EU accession, and with increased experience on the part of municipalities in accessing EU and international funding as well as national government and commercial sources. Between 1997 and 2002 the sewerage network was extended by 69%, driven by a 355% increase in rural areas (28% in urban areas).
 Significant progress had also been made between 1990 and 2001 in upgrading municipal wastewater treatment systems, with the number of plants in Poland’s 818 cities increasing by 55% and the number of municipal WWTPs using biological methods increasing by 95%. As of 2001, almost 88% of the total volume of all wastewater requiring treatment was discharged to wastewater treatment plants, and 95% of this treated biologically.

Municipal wastewater treatment plants (WWTPs) in 2001

	Specification
	Number of WWTPs
	Volume of treated wastewater 
[million m3/year]

	Mechanical WWTPs
	133
	88.9

	Biological WWTPs
	1922
	877.4

	Mechanical and chemical WWTPs
	15
	0.5

	Biological WWTPs with enhanced nutrient removal
	488
	748.9

	Untreated
	-
	197.9

	Total
	2558
	1715.7


Source: Inspection for Environmental Protection (2003: 101)

Despite this significant progress, 66 cities still discharge their wastewater practically without any treatment.
 Progress has been particularly slow in large cities (with populations of more than 100 thousand) where it is estimated that only 45% of wastewater produced by these cities undergoes biological treatment. Warsaw is a particular example, as in 2001 only 48% of the wastewater generated in the capital city was treated, as the half of the city on the left bank of the Vistula had no WWTP at all. 
 A new plant, „Południe”, is scheduled for completion by 2006.

4 Legal Framework
4.1 Administrative structure

4.1.1 Local Government Act 1990

Political and economic reform started in Poland in 1989-1990, with local government reform an important part of this. A Local Government Act
 was passed in March 1990, with free local elections following a few months later. Swanianiewicz (1997: 173-4) describes the change succinctly: “The reform changed the status of local government from that of agent of central government to independent actor on the political scene.” In practical terms, the Act created municipal property
 and a municipal budget separate from that of the state, and gave local government much greater discretion over municipal affairs. Following the reform, most of the local service-providing enterprises came under municipal ownership.

Where the Law on Local Government (1990) created the utilities as municipal budgetary units, the Law on Municipal Management (December 1996) required the transformation of the utilities into commercial law companies.
 This transformation has taken some years, however; the water utilities in Łódź and Warsaw were transformed on 1 January 2001 and 2003 respectively.
4.1.2 Public Finance Law, 1998

Under Articles 113 and 114 of the Act, the total amount of debt of a local government unit for the end of the budgetary year may not exceed 60% of its income; and interest and principal repayments may not exceed 15% of income. (New borrowing is also banned where debts exceed 55% of income, if interest and principal repayment exceeds 12% of income.)
 

Under the new Constitution (entered into force 17 October 1997), this law is reinforced by constitutional limits on Poland’s public sector debt, with similar thresholds. Local government debt is included in this, and when the public sector total exceeds 50%, local government may not run a higher deficit than the national government. As the total gets closer to 60%, local government deficit limits are reduced through a formula.

Financial situation of local government

	
	PLN million

	Years
	Revenues 
	Expenditures 
	Deficit/surplus 
	Liabilities 

	1999
	64877,5
	65845,9
	-968,4
	6187,3

	2000 
	72609,5
	75746,8
	-3137,3
	9377,1

	2001
	79594,7
	82734,3
	-3139,6
	12266,4

	2002
	80033,9
	83181,8
	-3147,9
	15358,4


Source: Czarzasty (2004), data from CSO 

4.1.3 Administrative reform, 1999

In 1975 the district level of government was abolished, reducing three tiers of government to two,
 until this was reversed in 1999. The Local Government Act was replaced,
 and Poland’s administrative structure from January 1st 1999 consists of three levels: 16 voivodships (województwo) divided into 373 districts (powiat), subdivided into 2489
 communes (gmina). 
The reforms created a general three-level territorial division of the state, adding back a middle layer of government (a district or powiat), and reducing the number of voivodships from 49 to 16. Powiats however only exist in rural areas and for small towns and cities. Larger towns with the necessary infrastructure have the status of a town with the rights of a powiat; there are 65 of these. The new voivodships differ from the old in having an elected council (Sejmik) and executive board appointed by councillors; a voivod is still appointed by the national government to coordinate state policy with the voivodship. Elections to all three levels took place in October 1998.

Poland’s 16 voivodships
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Source: European Commission. http://europa.eu.int/abc/maps/members/poland_en.htm

The three-level territorial subdivision implies no hierarchy – powiats and voivodships exercise no supervision over gmina (municipal) administration. The subsidiarity principle operates such that responsibilities are assumed to lie at gmina level unless otherwise specified by law.
 The responsibilities of local government regarding water are stipulated by the Local Government on Commune Level Act. Local government at the commune level (gmina) is responsible for environmental protection including management of local water resources, as well as drinking water supply and waste water collection and treatment (art. 7 par. 1 item 1 and 3 of the Act).
Under Article 167 of the Polish Constitution, the sources of revenues for units of local government are specified by statute. The statute applicable in 2004
 provides municipalities with around 39% of personal income tax, and 7% of corporate income tax. They also share in other state taxes, and levy local taxes.

4.1.4 Direct mayoral election, 2002
In Poland’s local government, the Executive Board is elected by the Council and has between four and seven members, depending on the size of the commune. The head of the Board is known as a wojt in rural areas, burmistrz in towns of less than 100,000 inhabitants, and Prezydent in towns with more than 100,000 inhabitants. 

By a law of 20 June 2002, Poland’s mayors are directly elected by the public, at the same time as the Council (local government legislative). Prior to this, mayors were elected by councillors. Municipal, county and provincial councillors are elected via party lists, as before. In municipalities with less than 20,000 residents, the procedure will be according to the first-past-the-post rules; in the remaining, the conversion of votes into councillors' seats is according to the d'Hondt method, which benefits the largest political groupings.

4.2 Water and Environment Laws
In 2000-2001 Poland passed a series of environmental acts, amendments to existing acts, and supporting secondary legislation, amending or replacing the 1974 Water Law
 and the 1980 Act on Environmental Protection and Development.
 “The newly passed acts change the approach to environmental protection and introduce new legal instruments and new obligations.”
 The acts include:

· 2000 Act on Access to Information on the Environment and Its Protection and on Environmental Impact Assessments
 - laid down the principles of: 

1) the provision of information on the environment and its protection, 

2) public participation in procedures relating to environmental protection, 

3) the environmental impact assessment procedure.


This Act was repealed by the 2001 Environment Act (below). As of 2004 a piece of secondary legislation, namely a 2002 Ministry of Environment ordinance on the Access to Information on the Environment (J. L. 02.176.1453) serves similar purposes as the repealed act.

· 2001 Act on Implementation of the Environmental Law 
 - “The act brings the Polish regulations into line with EU legislation. It contains regulations included in 20 EU directives and even takes into account regulations which are still being debated in the EU. It is an ecological constitution of kinds, on which all the detailed acts dealing with the environment are based.”
 “[Standards set] include: quality levels for surface waters to be used for human consumption (ban expected on substandard waters within 10 years); quality levels for aquatic habitats; quality levels for bathing and recreational waters; a list of non-dischargeable substances; a list of harmful substances for restricted discharge only.” 



· The 2001 Water Law
 laid a foundation for a new system of national water resources management. “The bill regulates the questions of water management, based on the principle of balanced development, laying down the principles of shaping and protection of water resources and their management.” 
 Under the act, it is the responsibility of the municipal executive to define the tariffs for water supply and sewage discharge.
 The act also “established the President of the National Water Management Board and seven directors of Regional Water Management Boards as bodies responsible in particular for the planning and implementation of rational water management in river basins.”
 “The new Water Law provides for a number of new mechanisms aimed at improving water quality. These include, for example, new rules on permits on effluent discharge where priority will be given to those companies offering the best water protection. In theory, certain investments might eventually be banned on water pollution grounds.”

4.3 Water service laws
4.3.1 Act on collective water supply and sewage collection 2001
The 2001 Act on collective water supply and sewage collection
 is a subject of a forthcoming major revision. Since it was passed into law, the current legislation has been heavily criticised by all the parties concerned, including water and sewage companies, local government authorities and consumers. The primary reason for such criticism followed by repeated demands for changes in the framework set by the Act and its derivative legislation has been its vagueness. Stakeholders claim their rights and duties are not clearly stated, which has lead to frequent misinterpretations of the law, and disputes over price policies of the service-providers and control procedures of tariffs devised by the administration at the commune (gmina) level. As the water and sewage companies admit, legislation mentioned above is a major legal constraint for their daily activities. Price-tuning mechanisms are determined by that piece of legislation. However, in spite of such regulations, there is apparently a considerable space to shape the prices left to the suppliers. As the continuing price monitoring proves, tariffs vary sharply throughout the country.  

In order to eliminate loopholes and contradictions in the laws, the government recently prepared a package of draft legislation
 containing prospective amendments to the Act and the secondary legislation. Proposals concerning the Act are aimed at stating clearly the principles for settling accounts between service-providers and end-users; defining precisely scopes of responsibilities and rights enjoyed by all the parties involved; and introducing definitions of basic terms in line with EU directives.  
Of a few dozen specific amendments proposed to the abovementioned legislation, the following should be emphasized in particular:

· New definition of drinking water in compliance with a definition by the amended Directive 98/83/EC; 

· A contract for water supply and sewage collection between a household and an operator not a subject to 22% (general rate) VAT; 

· A requirement on placing water meters outside the apartment located in a block of flats (frequently set by the service providers) made unlawful as a monopolistic practice causing unnecessary financial burden to consumers;  

· A requirement of a written form for a contract for water supply and sewage collection between a household and an operator explicitly stated.
 
4.3.2 Ministry of Infrastructure tariff regulations
Water and sewage tariffs are covered by an ordinance
 of the Ministry of Infrastructure.
 This covers detailed procedures on tariff-setting; criteria for allocating costs to the specific groups of customers; criteria for differentiating tariffs; standard application for tariff approval with sufficient information on how tariff is calculated; specific conditions on settling accounts for services provided.  Currently, prices are set periodically (once a year) by the decision of the commune (gmina), intended to generate revenues sufficient to cover all the operational costs, and expected to produce a margin of profit adequate to investment needs of the company. 

4.3.3 Drinking water regulations 2002
The Health Minister has set forth minimum requirements
 for household drinking water, implementing Directive 98/83/EC.
 A 2002 Ministry of Environment ordinance
 on requirements for drinking water supplied to households (incorporating EU standards on the subject matter) is also important. The former piece of secondary legislation stems from the Act on collective water supply and sewage collection. The latter is a derivative of the Water Law. Whereas the regulation by the Ministry of Health is focused on quality of drinking water obtainable from water-line installations (i.e. distribution network, connections to residential buildings and street outlets) and sets procedures for monitoring of and supervision over drinking water production and distribution processes, the regulation by the Ministry of Environment deals with quality of surface water and distinguishes three categories of water suitable for consumption depending on the degree of contamination and prescribes compulsory methods of treatment and purification for each category. 
5 Institutional Framework
5.1 History: water and environment institutions before 1990

5.1.1 Environment

Poland’s centrally-planned economy prioritised the development of heavy industry at the expense of environmental concerns. The 1949 Nature Protection Act did issue water pollution discharge standards, but the legal status and political importance of economic plans ensured that the requirements of industry took precedence over consumer service provision or environmental protection.
 Similarly, a 1962 water law specifying sanctions for illegal discharges was rarely enforced.
 Political concerns also played a role, with a 1957 effort to centralise water-related national responsibilities in a Ministry of Navigation and Water Management cut short in 1960 by fears that the Ministry could become too powerful, and environmental responsibilities devolved to a lower-level government agency (Central Water Management Board).
 In the 1970s, a plan to develop a Ministry of Water Management and Environment Protection, welcomed by environmental scientists, was quashed by economic ministries, and in fact led to the abolition of the Central Water Management Board, its responsibilities divided up among other ministries.
 A 1974 law rationalised disparate water-related legislation into one statute, without much innovation. In recognition of the growing pollution problems, the 1980 Environmental Protection and Development Act introduced “the world’s most comprehensive system of resource and pollution taxes, as well as non-compliance fines”.
 But this market approach failed in a system without rational pricing and hard budget constraints, and especially where the act’s leeway (respecting the “higher needs” of the state) was in practice used by the state authorities to emasculate it. 
Although Poland’s post-war attempts at environmental protection met limited success in the face of economic priorities, there were at least recognisable attempts – in contrast to the relative neglect at national level of the legal and administrative needs of urban water supply, which continued through much of the 1990s. The EPDA system continues today, and is now effectively enforced. Its fees and fines are among the world’s highest.

5.1.2 Urban water supply

Before 1990, local services in Poland were delivered by around 800 state enterprises, employing over 160,000 people.
 Although described as ‘communal’ (przedsiebiorstwa komunalne), local authorities did not own property separate from the state, and had almost no discretion over the institutional structure of these services, or over the fees charged for them. In small and medium-sized towns, enterprises were usually structured as multi-utilities, similar in the range of functions covered to municipal works elsewhere in Europe. In larger cities services were typically split into different enterprises. A number of firms served more than one municipality – 27% of firms in the water supply sector.
 Swanianiewicz (1997: 172) describes the relationship between the local ‘communal’ firm and the municipality:

“Under the highly centralized system it was not necessary to specify the financial responsibility nor the role in decision-making of individual local governments in regard to the area served. But this ill-defined relationship led to problems, such as bargaining between neighbouring municipalities, when local government reform started in 1990.”
Services, including water services, were frequently of poor quality. In larger cities, including Warsaw, it was dangerous to drink tap water without boiling it first. Some towns had no sewage treatment plants at all (55% in 1980, 44% in 1990), and most of the plants that did exist used only primitive, mechanical treatment processes (75% in 1980, 64% in 1990).
 Many rural municipalities and even some smaller towns did not provide water services at all.

5.2 National level

5.2.1 Ministry of Environment
The Ministry of the Environment is the main governmental authority responsible for environmental management and environmental policy, with its Department of Water involved in management of natural resources and environmental protection. The Chief Sanitary Inspector, a separate organ of the Ministry of Health and Social Welfare, is responsible for controlling the quality of drinking water. Agencies outside the regular structure of the Ministry of the Environment also play an important role in environmental policy:
· The Inspectorate for Environmental Protection is the main body responsible for the enforcement of environmental regulations, and in co-operation with the Institute of Meteorology and Water Management conducts measurements and prepares information on water quantity and quality. 

· The system of State Environmental Monitoring involves observation of pollution of the air, surface water and groundwater, soils, etc., and also entails research of the state of the Baltic environment being an element of the regular Baltic Sea monitoring programme HELCOM COMBINE.
Ministry of the Environment was established on the basis of an appropriate legal Act on the 26th of October 1999. The Act came into force on the 10th of November 1999.
 Its 19 divisions include

· Department of Environmental Protection Instruments 

· Department of Nature Conservation 

· Department of Ecological Policy 

· Department of Water Resources  

· Bureau of Ecological Education and Public Communication 

5.2.2 State Council for Water Management
“By Decision No. 21 of 5 May 2002, Minister of the Environment appointed the State Council for Water Management. The Council consists of 30 members, who have been proposed by the national organisations grouping territorial self governmental entities, and also by the academic circles, scientific and research entities, and social, economic and ecological organisations, who relate to water management. The State Council shall be appointed each 4 years. 

Pursuant to provisions in the Act on the Water Law, the activity scope of the State Council for Water Management shall be to pronounce opinions on the matters of water management, flood control and drought control, and in particular to: 

· present proposals and move motions on the improvement in the state of water resources and flood control throughout the country, 

· pronounce opinions on the proposals for investment plans and programmes in the field of water management, 

· pronounce opinions on the proposals for legal acts regulating the matters of water management. 

The Council may establish permanent or ad hoc commissions or teams for which the individuals from the outside of the personal composition of the Council could be invited to act with.”

There is also a State Council for Environmental Protection 
 which advises on broader environmental policy and sustainable development issues.

5.2.3 Inspection for Environmental Protection 
The Inspection for Environmental Protection is responsible for monitoring compliance with environmental and water management legislation and for assessing the quality of the environment. It is a central government administration body. It is supported by the Voivods’ Voivodship Inspectorates for Environmental Protection, which are part of the voivodship-level administration system.

One of IEPs’ goals is “Protection of water resources, particularly groundwater used for drinking and industrial water supply”.
 It levies fines for breach or lack of discharge permits. Fines may be delayed for up to 5 years if a mitigating investment programme is planned or underway, and the amount spent on investment subtracted from the fine. 

5.2.4 Office for Competition and Consumer Protection (OCCP)

In 1990 the Act on Counteracting Monopolistic Practices and Protection of Consumers Interests created the Antimonopoly Office (AMO), which in 1996 was transformed into the Office for Competition and Consumer Protection (OCCP) with the addition of consumer protection responsibilities.
 The 1990 Act was replaced in 2001 by the 2000 Act on Competition and Consumer Protection, accompanied by a variety of secondary legislation bringing Poland in line with the EU’s state aid rules.
Moran (2000) asserts that in the early 1990s “the organization exerting the most serious national oversight over the activities of water utilities is the Antimonopoly Office, operating in a way which was not fully anticipated.”
 The AMO frequently found water and wastewater utilities guilty of “abuse of dominating position” (article 5 of Antimonopoly Law), for three practices. First – despite a longstanding policy of charging residential users less – charging different rates to different classes of customer (residential, business, etc). In late 1994, AMO softened its position somewhat, effectively saying that businesses needed to show competitive disadvantage from differential rates. Second, there was criticism of “imposing difficult conditions”, which included information on and fees for pollution discharges, though later findings again softened this. Third, there were findings that entities did not need to finance investments not implemented to their benefit. The AMO in its early years was at times “…so explicitly directive and result-oriented that it seems closer to a central planning office than a state body ensuring some minimal compliance with the rules”.
 

5.3 Regional level

5.3.1 River Basin Authorities (RZGW)

The seven River Basin Authorities (RZGW, Regionalne Zarząd Gospodarki Wodnej) were first up in 1991 by ministerial decree. A 1997 amendment to the Water Law placed them on a statutory footing. In 2000 the District Water Management Directorates, responsible for managing hydro-engineering structures and waterways since 1974, were merged into the RZGWs. Finally the 2001 Water Law “established the President of the National Water Management Board and seven directors of Regional Water Management Boards as bodies responsible in particular for the planning and implementation of rational water management in river basins.”

The water resources management responsibilities of the RZGWs include
 

· balancing of surface and ground water resources, 

· development of water basin based programs and plans for water resources management and protection with respect to quantitative and qualitative aspects as well as protection against flood and drought, 

· revision of project solutions and localization of investments considerably impacting water management aspects, 

· water management in reservoirs, 

· co-ordination of flood control actions within range of operation, 

· function of a substitution investor supervising construction of water facilities, 

· co-operation with public administration and municipal units in scope of water management and environmental protection.

5.4 Municipalities (Gminas)
There are around 700 water and wastewater utilities in Poland, of which around 300 serve urban areas.

When water and sewage systems were transferred to municipalities in 1990, most became and for some time remained budgetary units of the municipality. Until 1993 this organisational form had tax advantages, but these units are not legal persons, make no distinction between capital and operating costs, and can accrue neither deficit nor surplus to succeeding financial years. Municipal enterprises do not suffer from these difficulties, but are based on a hybrid legal form with an unclear division of responsibility, and as a result were to expire, with a deadline for transformation into companies structured by the commercial code (PLCs) written into the Local Self Government Act. Municipalities were so slow to adopt these changes that the initial deadline was revised several times from initially December 31, 1991 to June 1994. As of 1994, 30-35% of water utilities were commercial law entities.
 Ten years on, most municipalities retain 100% ownership of the utilities operating on their territory, even those that have a legal status as companies in commercial law, although there has been a trend towards greater cooperation between and commercialisation of Polish water companies.

At municipal level, water and sewage systems are managed by local water and wastewater enterprises, overseen by Municipal Council (legislative) and Municipal Board (executive). Some small municipalities delegate management of their systems to larger ones. A few municipalities have brought in private foreign investors. That relatively few have done so compared to some other countries in eastern Europe may be attributed in part to the first such involvement, in 1992, when French multinational SAUR signed a 30-year lease contract to manage water and wastewater in Gdańsk, a city of 500,000. There was widespread criticism and opposition, as there was no competitive bidding and negotiations were conducted in secret between the company and the mayor, excluding even the city council. As if to confirm people’s worst fears, water prices doubled less than a year after the contract was signed. Despite later improvements in local attitudes as investments were made, services improved, and prices also rose elsewhere, “The simple fact that Gdańsk was the first city to fully privatize, and that it was initially perceived as being illegitimate, undoubtedly undermined the possibility of Polish cities moving in that direction.” (Moran 2000:172).

In 1993 municipal-level environmental funds were established to provide grants and loans for environment-related expenditures, funded from charges for water withdrawal and wastewater discharge, collected by voivodship environmental offices. In the mid-1990s 54% of the money was retained by the voivodship environmental fund, 36% went to the National Fund, and 10% went to gmina funds,
 although these proportions changed slightly with the re-introduction in 1999 of the district (powiat) level of government.
6 Financing, water rates and sewerage charges

Despite a broad range of financing sources available for environmental protection and water-related investment (see below), particularly in the run-up to EU accession in 2004, municipalities’ finances have been under pressure. With the financial burden of additional responsibilities imposed on municipalities by new legislation, municipal spending has since 1999 grown faster than revenue, with deficits reaching PLN 3148m (€686m) in 2002.
 This has led to a neglect of services outside the priority areas of education and health, and “on the eve of Poland’s entry to the EU, [the infrastructure] appears to be in a state of deterioration.” 

Despite this, municipal or enterprise funds were the largest source of investment finance in 1999-2001, at around 45-50% of total investment in environmental protection. In 1999-2001 only 3-7% of investment in environmental protection was financed from foreign funds; total foreign funds in the 1991-2001 period, $851m, accounts for around half of one year’s spending.
 Foreign funds are however of particular significance for water protection, as this sector accounts for 66% of foreign spending, against 30-50% of all spending (see tables below). 
Sources of financing expenditure for environmental protection investment projects, 1997-2001 (million PLN, current prices). 
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Source: Inspection for Environmental Protection (2003:255)
Capital expenditure for environmental protection, 1990-2001 (million PLN, current prices). 
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6.1 International finance sources
6.1.1 PHARE and ISPA

The EU’s Instrument for Structural Policies for Pre-Accession (ISPA) is one of three instruments (the others are PHARE and SAPARD
) to prepared candidate countries for membership. Between 1999 and 2006 ISPA is to spend around €520m (at 1999 prices) on environmental infrastructure projects in candidate countries, of which around €150m to €200m (depending on project proposals) is available to Poland.
 In 2000-2002, ISPA committed €849m to water infrastructure projects in Poland.

ISPA was created in 1999, taking over environmental and transport infrastructure spending from PHARE (in 1991-2001 PHARE provided $137.2m for environmental projects in Poland
). After accession in May 2004, existing ISPA projects and commitments will be run as Cohesion Fund projects, as ISPA is addressed to candidate countries, and the Cohesion Fund replaces the functions of ISPA with Poland’s accession.
6.1.2 EBRD
The European Bank for Reconstruction and Development has provided a number of loans directly to utilities without state or municipal guarantees. “The so-called Municipal Support Agreements between the EBRD, utilities and municipalities were concluded in order to guarantee a stable regulatory environment, tariff setting and corporate governance system, as well as conditions for the operation of utilities conducive to the repayment of loans.”
 

6.1.3 Ecofund

Ecofund is a fund managing income from a debt-for-environment swap, under which several creditor nations (in particular the US) cancelled Polish debt in return for environmental spending, including water protection programmes. Income was around $272.5m in 1992-2002 – around half of the amount to be transferred to the fund up to 2009. In 2002 investment included the completion of 16 wastewater treatment plants, with 70,000 m3/d capacity, part-financed by Ecofund grants. A focus of water-related projects has been the protection of the Baltic Sea waters and the protection of intakes of drinking water for urban agglomerations;
 Ecofund provided PLN 116m for Baltic Sea protection in 1998-2001.
 Ecofund’s spending is around 3% of Poland’s environmental investment.

6.2 National finance sources

6.2.1 Ecobank

Founded in 1999, Poland’s Environmental Protection Bank (Bank Ochrony Srodowiska) provides subsidised loans for environmental projects, typically at about half of the market interest rate. The difference is paid by the National Environment Fund, which is the major shareholder.
  In 1996-2001 it provided PLN 779m (around €170m) in cooperation with the National Environmental Fund, and PLN 71m in cooperation with voivodship environmental funds.

6.2.2 National Fund for Environmental Protection and Water Management
The National Fund for Environmental Protection and Water Management (NFEP&WM) was established in 1989. The main objective of the Fund is to fund projects which serve the protection of the environment. These projects have been described in the "National Environmental Policy" adopted by the Polish Parliament in 1991 and specified in the "Implementation Programme for the National Environmental Policy by the year 2000". Their implementation is supervised by the Ministry of Environmental Protection, Natural Resources and Forestry.  
The Fund’s income derives from fees for the use of the environment and natural resources, as well as fines for non-compliance with the legal requirements in environmental protection. In 2000 NFEP&WM disbursed PLN1225.7m, or around €270m; of which PLN456.2m was funding for water protection. The Fund also manages a variety of funds from foreign sources, including EU funds and bilateral aid, and works together with Ecobank, of which it is the major shareholder. During the period of 1989-2000 the National Fund allocated an amount of PLN3086.6m to complementary funding of projects in the fields of water protection and water management in form of loans, credits, joint funding and project subsidies. 
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Source: NFEP&WM

“In virtue of the National Fund funding of projects in water protection the rated capacity of waste water treatment plants increased to 5.3 million m3/24 h of waste water, which makes almost half of production and municipal waste water discharged into surface water; about 3,500 km of waste water disposal network and over 500 km of water supply network were built, together with pumping stations with a total output of over 1 million m3/24 h, water treatment plants with a total daily output of about 20 thousand m3.”

In recent years the Fund has provided complementary funding for the protection of water intakes for large cities, including all three of the case study cities.
 

6.3 Tariffs

Under the 2001 Act on collective water supply and sewage collection, it is the responsibility of the municipal executive to define the tariffs for water supply and sewage discharge.
 
Water supply and sewage collection – Tariffs in selected cities as of October 20th, 2003 

PLN/m3 (7% VAT included) 
The lowest fares (of 20 cities – only 6 shown here) in blue; the highest fares in red; case study cities bold
	City


	Services provided to private consumers


	Services provided for industrial purposes


	Other



	
	Water
	Sewage 
	Total 
	Water


	Sewage 
	Total 


	Water
	Sewage 


	Total 

	Warszawa
	2,16


	2,65


	4,81


	2,16


	2,65


	4,81


	2,16


	2,65


	4,81



	Bytom


	3,95


	2,76


	6,71


	3,95


	2,76


	6,71


	3,95


	2,76


	6,71



	Gdańsk


	2,59


	2,53


	5,12


	3,39


	3,52


	6,91


	3,39


	3,52


	6,91



	Koszalin


	1,55


	1,92


	3,47


	1,55


	1,92


	3,47


	1,55


	1,92


	3,47



	Łódź


	1,96


	1,48


	3,44


	2,29


	2,50


	4,79


	2,29


	2,50


	4,79



	Ostrów Wielkopolski


	2,14


	5,20


	7,34


	2,40


	5,20


	7,60


	2,40


	5,20


	7,60




Source: adapted from Czarzasty (2004)
The table illustrates wide price variation across the country – 250% (between Koszalin and Bytom) for the price per m3 of water, and 350% for sewage (Łódź and Ostrów Wielkopolski).

7 Actors

7.1 Environmental groups
Environmental issues featured significantly in the coalition of opposition interests which coalesced in 1980 into the Solidarnosc movement, which although functionally a trade union, operated as a de facto opposition movement. Particularly after Solidarnosc was banned in 1981, environmental issues were a way for opposition to be expressed relatively safely.
“By starting public debates on the environment, industrial risks to health and the quality of life, environmental groups were able to claim legitimacy even in light of the official ideology. Thus, they quite often served as a focus for a much broader range of political demands, [and] the opportunity to relate a wide range of "environmental" issues to the value catalogue of the official ideology became a major factor which allowed for non-violent strategies to system change.” (Wiesenthal 1998).
After 1989, this political function of environmental activism ceased, and those remaining environmental actors found themselves needing to adapt to a new form of politics, with formal political representation, and many more actors seeking public recognition and political priority. Environmental issues faded in public and political importance, overshadowed by the economic issues associated with transition. As a result, environmental groups are largely active at local or regional level, rather than national, and have few representatives within the legislative or policymaking process to speak for them. One reaction to this was the establishment in 1998 of the Environmental Lobbying Support Office (BWLE), set up by a number of environmental NGOs to improve their access to government and media. (It does not lobby itself but provides services to the NGOs, including the Polish Ecological Club, and the League for Nature Protection.)
However, “Polish environmental policy generally remains state-centered and technocratic”, 
 and the exalted place of science and engineering in communist Poland discourages the “political phenomena” associated with public participation.
 How this management culture will meet the challenges of the Water Framework Directive remains to be seen.

7.2 HELCOM

The Helsinki Commission works to administer the “Convention on the Protection of the Marine Environment of the Baltic Sea Area”, usually known as the Helsinki Convention. First signed by the Baltic coastal states in 1974 and entering into force in 1980, a revised version was agreed in 1992 and came in to force in 2000.

7.3 Trade unions
In some cases, such as Łódź, trade unions have been key actors. The largest federations are Solidarnosc (“Solidarity”) and OPZZ (both with around 800,000 members), followed by FZZ, established 2002 (with approximately 300,000 members). The most powerful union in the water and sewage sector belongs to the “Solidarity” federation.
8 Participation

Participation in environmental issues generally is still rather limited. “Polish environmental policy generally remains state-centered and technocratic”, 
 and the exalted place of science and engineering in communist Poland discourages the “political phenomena” associated with public participation.
 
In 1999 a group of environmental NGOs noted that “The State does not seek actively cooperation with the organizations; they have to win their position for themselves. Very often, officials divide organizations into better and worse depending on the degree of their submissiveness rather than the actions they undertake or their expertise.”
 On the use of EIAs, they note that “those who commission EIAs do not do so at the conceptual stage, but have assessments applied to already advanced projects, when there are slight opportunities for change. It is often that the performance of assessments is required to meet unrealistic deadlines and even out of the appropriate season. Accordingly, EIAs often do not help take optimum decisions, but, instead, they describe damages, which would arise at any rate, as the project will be implemented irrespective of the results of the assessment.”

The 2003 Social Diagnosis survey found only 12.3% of respondents belonging to one or more civil society groups, including political parties and religious groups. The proportion is significantly higher among public sector workers (22.9%). Involvement also increases with education (25% among those with higher education), and income (18.4% in the highest quartile), and as a result is higher in cities (>13.5% in cities over 20,000). The survey also found evidence of significant differences in cultural tradition, with regions of Poland formerly under Austrian or Prussian control having, on a number of measures, a stronger civil society than those formerly under Russian control (which had banned civil associations until 1905). 
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� Acceptable amounts of pollution contained in potable water are defined in compliance with EU standards by the ordinance of Ministry of Environment (J.L 02.204.1728). 


� About 52% of the Polish population is served by municipal wastewater treatment plants, compared to 48% in Spain and Slovakia; 79% in France; and more than 90% in Germany, Sweden. (Inspection for Environmental Protection 2003: 101)


� As defined by the Directive 91/271/EEC, agglomeration is an area where the population and/or economic activities are sufficiently concentrated for urban wastewater to be collected and conducted to an urban wastewater treatment plant or to a final discharge point.  


� Ustawa o samorządzie terytorialnym, J.L. 90.16.95, 8 March 1990


� Until 1950, municipal ownership existed as a separate legal form. It was abolished by the 1950 Act on Local Units of the Uniform State Administration, becoming simply a part of state ownership (by putting a representative of the State Treasury on the appropriate local unit of the state administration). (Regulski et al 1988:20).


� The Local Government Act 1990 was re-named the Local Government on Commune Level Act (J.L. 96.13.74; 01.142.1591) and followed by two more acts: Local Government on District Level Act (J.L. 98.91.578) and Local Government on Voivodship Level Act (J.L. 98.91.576), both of 5 June 1998. 


� Later reduced to 2478.


� Act from 13th November 2003 on Revenues of the Units of Local Government


� Ustawa o dostępie do informacji o środowisku i jego ochronie oraz o ocenach oddziaływania na środowisko. J.L. 00.109.1157 with later amendments


� Ustawa – o wprowadzeniu ustawy Prawo ochrony środowiska, ustawy o odpadach oraz o zmianie niektórych ustaw. J.L. 01.100.1085


� J.L. 01.115.1229


� Ustawa o zbiorowym zaopatrzeniu w wodę i zbiorowym odprowadzaniu ścieków, J. L. 01.72.747


� the Ordinance of the Ministry of Infrastructure on the establishment of tariffs, standard applications of tariff approval and conditions for settling accounts for collective water supply and sewage disposal (J. L. 02.26.257) and the Ordinance of the Ministry of Infrastructure on obligations of industrial sewage producers and the conditions on sewage discharge to the sewage collecting network (J.L. 02.129.1108).


� Ministry of Infrastructure Ordinance on the establishment of tariffs, standard applications of tariff approval and conditions for settling accounts for collective water supply and sewage disposal J. L. 02.26.257


� Price-setting in water supply and sewage collection, and treatment services, which is a duty of the Ministry of Infrastructure, is excluded from the legal regime of the 1997 Act on Prices (Ustawa o cenach, J. L. 01.97.1050) regarding prices for various goods and services to be set in a non-market way.


� Ministry of Health Regulation ordinance of Ministry of Health on quality of drinking water consumed by households (J.L. 02.203.1718) of 19 November 2002


� The ordinance of Ministry of Environment on requirements for drinking water supplied to households (J.L 02.204.1728), incorporating relevant EC standards.
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